On Tuesday, April 4, 2006 5:41 PM Fred Callaway <fredcallaway@kroesenergy.com> wrote:

Subject: RE: Kashtan

Mr. XXX, thank you for your interest in Kroes Energy Inc. Yes, we are disappointed that we have been unable to close the transacton to acquire the 55% of our project in Ukraine from the state owned company Naftogas. The very unsettled political situation in Ukraine has caused considerable difficulty in achieving some of our objectives. With the change of Government early in 2005, the individual that entered into the agreement with Kroes was immediately removed by the Prime Minister in a shake-up of the beurocracy. All of the documents relating to our agreement were lost / misplaced and we later had to provide the replacement individuals with copies of the agreements and background, but they were extremely reluctant to deal with the situation. Interestingly,a year later the original person we dealt with was re-appointed to a senior position in Naftogas but immediately became embroiled as lead negotiator in the natural gas supply controversy with Russia and has spent all of his time on that matter to this day. Thus, while they acknowledge the agreement, we have been unable to move the closing forward.
Acquiring the 55% of the joint venture project held by our partner in Ukraine will give us more control over the day to day operations of the field and that would be positive, however it would add little to the per share net asset value of the Company because, while we double the asset base we also nearly double the shares outstanding.

As we came to realize that progress in Ukraine is too slow to satisfy our shareholders, we established a new strategy to return to western Canada. The Ukrainian project is a solid asset that underpins a significant asset value for Kroes. However, we recognize that our cash flow still is not sufficient to warrant an equally high share price and we need to provide more immediate upside. Therefore, we have joined forces with a very experienced team of individuals in Calgary to enter into an extensive shallow gas program in Alberta. We hope to finalize these arrangements in the next few days and will announce it by news release. Please watch for this release as it will provide additional information.

Regards, Fred Callaway, President